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Introduction 
No matter what you call "home" - whether it is a single-
family dwelling, a mobile home, an apartment, or a con-
dominium - your home is probably the most expensive 
item in your family's budget. If you own your home, it's 
probably the largest investment you'll make in your life-
time. The loss of all or even part of your home and its 
belongings could cause you serious financial problems. 
Property insurance is meant to protect you and your fam-
ily from major financial losses that would destroy your 
budget or your way of life. 
Today, because of the rising costs of living, most con-
sumers have more expensive property to protect. The 
cost of rebuilding homes in many communities is now 
estimated at $50 per square foot or even higher. Using 
this figure, most homeowners are probably underinsured 
and need to buy more insurance to have adequate pro-
tection. But insurance also has gotten more expensive be-
cause of inflation and spiraling costs. 
Your problem as a consumer is how to keep your insur-
ance costs down without sacrificing the protection you 
need for your increasing property values. The solution is 
to examine your needs for protection closely and to shop 
around for the best insurance buy. 
What do you need protection against? 
• Fire, windstorms, hail, and other natural hazards. 
• Theft of personal property. 
• Claims made against you or members of your 
family for injury or damage. (This protection is 
called liability coverage.) 
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How to decide your home insurance needs 
Steps 
1. Decide what you want to be protected against. 
2. Decide if you want full or partial coverage of 
your home. 
3. Determine the coverage you need for your pos-
sessions. 
4. Consider the liability coverage you need. 
5. Determine any special insurance needs. 
Step 1. Deciding what you 
want to be protected against 
Standard homeowners policies 
What you buy from the insurance company is a policy, which lists 
the types of protection you will have. The policies available for 
homeowners are standard throughout the insurance industry in 
terms of the protection they provide. 
With a standard homeowners policy you get protection for the 
building you live in, for your possessions, and against any lawsuits 
for bodily injury or property damage. You can buy a standard 
policy for less than you would pay to cover each risk (dwelling 
loss, property loss, and liability) with a separate policy. 
There are four types of standard policies. The difference 
among these four is the number of perils you will be protected 
against. (Perils are anything that can cause you a loss.) The chart 
on the next page is a quick visual summary of the differences. As 
you can see, the four major types are like building blocks, with 
each type protecting a little more than the one before it. 
The basic policy will protect you against the first eleven perils 
or risks in the chart, while the broad policy will cover you against 
the first eighteen risks. Both the comprehensive and the special 
policy provide maximum coverage for your dwelling, but the 
special policy provides a little less coverage than the comprehen-
sive policy for your personal possessions. 
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STANDARD INSURANCE POLICIES 
Type of policy 
·~~ ~ 
-:tf 
~ .~ l' '!<."' rP ~ <o~ " "'~ '-'" <o .. 
H0~1 H 0-2H 0-3H 0-5 Kinds of losses covered 
s II Ill 1. Fire or lightning. II I I 2. Loss of property removed from premises endan-11 
-
gered by fire or other perils.* 
n 
• 
I I I n 3 . Windstorm or hail. 
I I ., I 4 . Explosion. 
I 5. Riot or civil commotion. 
u I Ill II 6. Aircraft. 
I II II n 7. Vehicles. 
I ~ I 8. Smoke. 
ld Ill I .II 9. Vandalism and malicious mischief. 
II I 10. Theft. 
i: I Ill ! 11. Breakage of glass constituting a part of the ' building. II II' 
' 
I• 12. Falling objects. 
! 13. Weight of ice, snow, sleet. 
- i II! ld 14. Collapse of building(s) or any part thereof. 
' 
II I! • 15. Sudden and accidental tearing apart, cracking, 
I' burning, or bultng of a steam or hot-water neat-
' 
ing system or o appliances for heating water. 
- II I I I' 16. Accidental discharge, leakage, or overflow of li water or steam from within a plumbing, heating, 
I• or air-conditioning system, or domestic appliance. 
r-- -
' 
' Freezing of plumbing, heating, and air-J 17. _! I' conditioning systems, and domestic appliances. f---
Sudden and accidental injury from artificially 18. 
I 
Lt ' ' 
~enerated currents to electrical appliances, 
evices, fixtures, and wiring (TV and radio tubes 
-
h I not included.) 
I All perils except flood, earthquake, war, nuclear acci-
dent, and others listed in policy. Check your policy for 
~ perils excluded. 
Dwelling I L Contents 
•Many companies are no longer covering losses from this peril. 
SOURCE: Consumer Affairs Department, Insurance Information Institute. Home Insurance Basics. NY:NY, 1981. 
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Insurance companies often call the comprehensive policy the 
"all-risks" policy. It protects both your dwelling and its contents 
against any perils that would befall them except for those specifi-
cally listed. Having a comprehensive policy thus provides some 
people with a feeling of complete safety. However, this policy 
costs about 30 to 40 percent more than the broad policy. 
Probably the best coverage for the money is the special policy. 
With this policy, you would have the same coverage for your 
dwelling as in the all-risks policy. But you would cut your costs 
by covering your personal property for a smaller number of per-
ils. In other words, your loss must have been caused by some 
peril actually named in your policy (thus companies talk about 
"named peril" protection as opposed to all-risks protection). 
You must decide which of these policies provides the security 
you want for the yearly costs (called premiums by the insurance 
companies) you can afford. Obviously, the more perils you insure 
against, the higher your premiums will be. However, the premi-
ums for the policy you want also depend on the choices you 
make in the other steps. Now that you have some idea of the 
different policies, let's move to the second step. But first ... 
A word to renters and 
condominium and mobile home owners 
If you rent your home, a renters policy is available that will cover 
your possessions against the first eighteen risks in the chart. The 
renters policy does not insure the dwelling you live in. In all 
other respects, however, the renters policy is like the one for 
homeowners. For example, it too provides liability coverage. 
Therefore, steps three, four, and five discussed below are just as 
important to you as a renter as to the homeowner. 
If you own a condominium, a condominium owners policy is 
available that is similar to the renters policy but somewhat ex-
panded. Except for some special concerns listed later in this pub-
lication, condominium owners should pay just as much attention 
to steps three, four, and five as homeowners and renters. 
If you own a mobile home, you can buy a policy that provides 
almost the same coverage as the broad policy. Your premiums will 
be higher, however, because mobile or manufactured homes are 
more susceptible to wind damage. A later section will provide 
more details on policies for mobile home owners. Since you have 
a policy much like the broad policy, you still need to consider all 
the steps below. 
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Step 2. Deciding on full or partial 
coverage of your home 
When we buy or sell a home, we usually have a real estate 
appraiser tell us what the home is worth at the present moment. 
The appraiser will give us a price based on the construction and 
the condition of the house, the neighborhood, and other factors. 
This price is the market value (sometimes called the cash value). It 
is the price most of us think of when someone asks, "What is 
that home worth?" 
Insurance companies, however, are not usually concerned 
about the market price of our home. Insurance premiums are 
based on replacement value, not market value. Replacement 
value is the price you would have to pay to rebuild your home 
exactly if it were destroyed. 
For example, suppose you recently bought a ten-year old home 
under normal market conditions for $60,000. Its market value is 
thus approximately $60,000. But inflation has increased the cost 
of building materials and labor. To build the same home at today's 
costs might require $85,000. Your home's replacement value 
would thus be $85,000. As you can see, replacement value can be 
much more than the market value, especially with older homes. 
An experienced and reliable insurance agent or broker or an 
appraiser can best help you determine the replacement value of 
your home. The replacement value is based on the usable square 
footage, type of construction, added features such as air condi-
tioning and fireplaces, and the quality of the location. 
Why replacement value is important 
The replacement value of your home is important. Most insur-
ance companies decide how much to pay you for a loss or dam-
age claim based on a replacement value formula. If you want to 
be fully covered for either a total or partial loss of your home, 
you must insure your home for 80 percent or more of its re-
placement value. If you haven't insured your home for 80 per-
cent or more, then your losses will be only partially covered. 
Let's take an example. Suppose your house has a replacement 
value of $70,000 and your roof caught on fire and was partially 
destroyed. The contractor tells you that it will cost $2,000 to 
have the damaged roof replaced. If you have insured your house 
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for $56,000 or more (at least 80 percent of its replacement value), 
then you'll collect the full $2,000. 
However, suppose you insured your house for less than 80 
percent of the replacement value. The farther away your cover-
age is from the replacement value requirement of 80 percent, 
the less you would collect of the $2,000. If your entire house had 
been destroyed by the fire and you had less than 80 percent 
replacement insurance, you could be out several thousand dollars 
if you wanted to rebuild or buy a house of similar cash value. 
In short, you will never be able to receive full coverage of a 
loss unless you have insured your home for at least 80 percent of 
its replacement value. Thus, it makes sense, if you can afford it, 
to buy replacement value insurance. Some companies may even 
require you to insure your home for this amount. 
What does 0 most" mean 1 
The discussion of the importance of replacement value protec-
tion started with the statement: "Most insurance companies de-
cide ... :' "Most:' in this case, means "a large majority:' But a few 
of the larger companies are moving away from this concept of 80 
percent in some of their policies. These companies might cite 
you a premium based on the full replacement cost only. But then 
they guarantee to pay the full cost of rebuilding your home, even 
if that amount is more than the amount they had cited you. 
For example, suppose a company cites you a premium on your 
house based on a full replacement value of $55,000. Each year 
thereafter the company will adjust that premium slightly. (The 
term in your policy that permits this adjustment is called an 
inflation guard.) Typically that adjustment ranges from 2 to 4 
percent more. With a 2 percent adjustment each year, you would 
be paying premiums on a replacement value of around $60,700 in 
five years. But suppose building costs rise much higher in your 
area than the company's inflation guard adjustment, and that five 
years from now the cost of rebuilding your home is really 
$65,000. The company guarantees to pay that full amount for 
rebuilding your home if it is lost, even though it is more than the 
amount on which you were actually paying premiums. 
8 
Why 80 percent? 
Why do the insurance companies use the 80 percent fig-
ure? The insurance companies use 80 percent because 
the value of your lot is included in the replacement 
value. However, you would still have your lot even if your 
home was destroyed, so lots are not considered insurable. 
A lot's value is therefore "subtracted" from the replace-
ment value you need to protect. 
Older homes 
But, you might say, "I own a home that would cost five or six 
times its market value to replace!" This is often the case with 
very old homes with wood floors, special hand-done woodwork, 
and so forth. To hire someone today to lay those floors and do 
that woodwork by hand would cost a fortune. 
For example, such a home might have a market value of only 
$75,000, but cost $150,000 to rebuild today. To insure that home 
for its replacement costs would mean premiums extremely high. 
Very few people would be able to afford these homes simply 
because of the insurance costs. 
Therefore, the insurance industry has a special policy, called an 
older homes policy. However, this policy will only pay the "actual 
cash value" of the home, not the replacement value, if it were 
destroyed, up to the value of your policy. Your insurance agent 
will be able to tell you if your home qualifies for this special 
policy. Some companies may require you to use this policy. 
Again, there are exceptions. At least one company claims that 
it will replace older homes for premiums that are high but not 
extraordinary. 
It thus pays to shop around if you have an older home. just 
make sure you read the policies carefully and ask specific ques-
tions about any "special" features built into your older home. 
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Step 3: Deciding the coverage 
you want on your possessions 
Most standard homeowners policies will cover your personal 
property - such as furniture, clothes, and appliances - for its ac-
tual cash value only. Actual cash value is the cost of replacing 
your possession minus a wear-and-tear factor. 
For example, suppose a thief takes, among many other items, a 
coat that you paid $100 for four years ago. To buy that same coat 
today might cost $175; this amount is the coat's replacement 
value. From this amount, the insurance company will subtract a 
depreciation factor. For some personal property, such as clothing, 
the depreciation factor can be quite large. For a four-year-old 
coat, the actual cash value might be $30. You would have to pay 
the other $145 if you wanted to replace the coat. 
Because it usually takes many more dollars today to replace the 
items we own, you might want to consider buying replacement 
insurance for your personal property, if your company sells it. 
Such insurance might cost you 10 to 20 percent more. 
Keep in mind, however, that policies do vary. For example, if 
you take out the special policy type with some companies, they 
will automatically cover your possessions at replacement costs. 
The maximum dollar amount of your coverage on personal 
possessions is based on a percentage of the coverage you have 
on your house (unless you rent or own a condominium). This 
percentage can range from 50 to 75 percent. Thus, if your home 
is insured for $40,000, your personal property on the premises 
would usually be insured for at least $20,000. 
To determine whether your maximum coverage limit is ade-
quate or whether you should consider replacement value insur-
ance, you need to determine the value of your possessions and 
to estimate what it would cost to replace them. 
Household inventory 
A household inventory is a crucial tool in determining how much 
insurance you need. A household inventory also is important in 
making claims once you have purchased insurance. The inventory 
provides a quick and accurate record of your possessions at the 
time of loss. If you don't have an inventory, your insurance com-
pany may question your claim. It is always up to you to prove the 
worth of your possessions in a loss. 
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A household inventory booklet can be a big help in making an 
inventory. These booklets will provide you with a room-by-room 
and item-by-item chart for entering your possessions. Many in-
surance agents will provide you with a free inventory booklet. 
The Cooperative Extension also has a publication that will help 
you make an inventory -"Household Inventory;' Publication No. 
HEP17. (To obtain HEP17, see page 23.) 
Because a thorough inventory has such valuable information, 
keep a master copy of it (with the original receipts, appraisals, 
and photos) in a safe place away from your home, such as in a 
safe deposit box. Keep a copy of the inventory in your home or 
apartment, but make sure it is in a fireproof box. The freezer is 
another safe storage place. 
Using your inventory 
Once you have made an inventory, you can total the prices you 
recorded to determine the approximate value of all your posses-
sions. If this figure is close to or over the upper limit cited by the 
insurance policy, you probably need more insurance. 
Also look at your inventory and see how old your possessions 
are, especially your major ones. Try to estimate what it would 
cost you to replace your older items if they were stolen or 
destroyed. Then estimate what the insurance company would pay 
you for the actual cash value of those items. The difference is the 
loss you would absorb without replacement value insurance. 
If most of your possessions are fairly new, you might want to 
take a gamble and use the actual cash value insurance. But in a 
year or two you should reconsider your risks because of the 
rapid depreciation of many personal possessions. 
Keep in mind that some companies place limits on replace-
ment-cost coverage. These companies may only pay you a re-
placement value of 400 percent of the actual cash value. In the 
coat example above, therefore, these companies would only pay 
you a maximum of $120. You would still be out $55 if you wanted 
to replace the coat. 
In conclusion, use your inventory to get a clear picture of what 
you have to lose and what risks you are willing to take. If you are 
in doubt, a reliable insurance agent or broker should be able to 
look at your inventory and give you advice. 
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Making an inventory 
(1) List each item, the price paid for it, and the date 
purchased or received. Be specific about the item. 
Don't just record "a television." Write down a "25-
inch remote console color TV!' 
(2) Locate receipts, especially for your major purchases, 
and keep them with the inventory. If you haven't 
been saving receipts, start doing so. They are addi-
tional proof that your item is worth what you say. 
(3) If some of your possessions have risen in value, such 
as antiques, jewelry, and silver, consider having a 
professional appraisal made. Keep any appraisals with 
the inventory. 
(4) Photograph each room, and take close-ups of any ma-
jor possessions in the room, such as appliances, jew-
elry, silverware, furniture, and so forth. Photographs 
are invaluable in showing not only what you own but 
the condition of the items. 
(5) List the serial number of any item that has one. Televi-
sions, radios, appliances, and cameras are some exam-
ples of items that usually have serial numbers. 
(6) Record whether you have engraved your possessions 
with your name and address. If you haven't, consider 
doing so. By engraving your possessions (usually at the 
bottom or on the inside cover of the item), you'll get 
them back faster if they are stolen and recovered by 
the police. You can often borrow engraving tools free 
from your local police department, many of whom 
keep a central record of engraved valuables. 
Personal property limitations 
Standard homeowners policies usually provide limited coverage 
for cash, furs, silver, antiques, securities, silverware, jewelry, guns, 
boats, stamp and coin collections, and personal computers. Usu-
ally the policy will state a dollar amount coverage for each of 
these items. For example, most insurance companies will only pay 
a maximum of $200 for a stolen coin collection. 
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Read your policy carefully. Look to see if anything you own is 
only insured for an absolute dollar amount. If that amount is less 
than the value of your possession, you can purchase additional 
insurance to cover just that item. These additional coverages are 
called "floaters" by the insurance company. Many companies will 
require an appraisal before they will issue floaters. 
Additional coverages for property 
Standard homeowners policies also provide other coverages for 
personal property as part of the package. These coverages are 
based on a percentage of your house coverage. 
Garages, sheds, and other buildings. Other structures on your 
property besides your house are usually covered for about 10 
percent of the coverage on your house. For example, if your 
home is covered for $40,000, the garage, sheds, and other build-
ings on the property would usually be insured for $4,000. 
Off-property losses. This feature covers you for loss of personal 
property away from home, for example, the theft of a suitcase 
when you're on vacation. Again, if your home is covered for 
$40,000, the off-property loss limit would usually be around 
$2,000, or 5 percent. 
Additional living expenses. Suppose your home is so badly dam-
aged that you cannot live in it while it is being repaired. Your 
family has to stay in a motel or rent an apartment while work is 
being done. Standard policies will reimburse you for living in 
temporary housing while your home is being repaired, but the 
coverage varies from company to company. Some companies will 
pay a dollar amount up to 10 to 20 percent of your house cover-
age. If the house coverage in your policy is $40,000, for example, 
additional living expenses could be covered from $4,000 up to 
$8,000 depending upon the company. Other companies will set a 
time limit. For example, they might agree to pay for your living 
elsewhere for up to nine months, regardless of the costs. 
Landscaping. If plants and trees surrounding your house are 
damaged, you are usually protected for up to 5 percent of your 
house coverage. There is a maximum, however, of $500 per item . 
. Thus, if a bulldozer on your property accidentally knocks over 
your birch tree, you would be covered for a new tree, as long as 
you didn't pay more than $500 for the tree. 
Some companies may sell additional coverages for some of the 
standard items listed above, especially for additional structures. If 
you have several other buildings on your property besides your 
house, you may need to buy additional coverage to protect them. 
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Step 4. Considering the amount 
of liability coverage 
Coverage against lawsuits 
Each standard homeowners policy provides personal liability cov-
erage for bodily injury and property damage. Such coverage, 
which applies to accidents occurring on and off your property, 
protects you if you are sued for damages arising from negligence 
caused by you, family members, or pets. The coverage includes 
the cost of defending you if you are sued. This coverage does 
not apply to liability resulting from the use of an automobile, 
which must be covered separately by an auto insurance policy. 
Unlike personal possessions, liability protection is fixed at a 
dollar amount rather than at a percentage of the house coverage 
in your policy. In most policies this amount is around $100,000. 
As an example, suppose a jury awarded someone $150,000 in a 
suit against you for negligence. Your insurance company would 
pay $100,000. You would have to pay the remaining $50,000, plus 
any lawyer fees, which could be high. Could your family absorb a 
$50,000-plus loss? Or would you lose your home and savings? 
The large jury awards that have become commonplace in liabil-
ity cases during the past several years have left many homeown-
ers inadequately covered. For a very small amount a year ($5 to 
$15), you can usually double or triple the standard dollar cover-
age. But because jury awards are impossible to guess, it is impos-
sible to say that you are "safe" at any dollar amount. But certainly 
doubling or tripling the standard dollar amount provides a lot 
more safety for a little extra cost. 
Medical payments coverage 
Many homeowners feel an obligation to pay for a visitor's medi-
cal expenses if a minor accidental injury occurs on their property. 
For example, suppose your good friend's son tripped and fell 
through your glass door, requiring stitches in his hand. Many 
homeowners would want to pay for the small doctor bills as a 
gesture of friendship. 
Such expenses may be paid by your insurance company under 
the medical payments coverage of your homeowners policy. The 
coverage applies not only to injuries occurring on your premises 
but also to those occurring elsewhere if they were caused by you 
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or your pets. The basic amount of coverage is limited to $1,000 
for each person, but larger amounts can be purchased. 
An important feature of medical payments coverage is that 
payment is made regardless of who is at fault. Thus, it doesn't 
matter whether your friend's son is clumsy or if a wrinkle in your 
carpet caused him to fall. This "no-fault" feature means that 
medical bills can be paid promptly because there is no need to 
go through the sometimes time-consuming process of establish-
ing legal liability. Medical payments coverage also differs from the 
coverage of personal liability in that it is applied only to bodily 
injuries and is designed for the small rather than the large 
claim - the minor rather than the major injury. 
Step 5. Determining if you have any 
special insurance needs 
High-crime areas 
Residents of high-crime urban areas frequently have difficulty in 
obtaining crime insurance at a price they can afford. Under fed-
eral- or state-sponsored programs, residential crime insurance 
may be available in your community. Contact state or federal 
officials regarding the availability of this insurance program. 
Flood insurance 
Homeowners policies do not insure against loss caused by flood-
ing, and most insurance companies do not even offer flood insur-
ance. If you purchase a house in a flood-prone area, you may be 
required by the federal government to take out flood insurance. 
Such insurance may be purchased at federally subsidized rates in 
participating communities under the National Flood Insurance 
Act. Your local banker or town clerk can advise you of the need 
for and the availability of such insurance. 
Earthquake insurance 
While earthquakes strike most often in the Pacific Coast area, 
every state is vulnerable, and insurance coverage is readily avail-
able. Earthquake insurance usually is purchased in addition to a 
homeowners policy. 
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Students at college 
If any of your children are registered as an undergraduate or 
graduate student, they will usually be covered by your home-
owner policy if (1) they use your home address as their legal 
address and (2) they are single. As long as they meet these crite-
ria, coverage is extended to them regardless of whether they live 
in a dormitory or an off-campus apartment. But check to make 
sure how your policy is written if you have children in college. 
If your college son or daughter gets married, most insurance 
policies will immediately cease to cover them. 
When your children come home at vacation time, encourage 
them to bring some of their valuables with them. Theft is very 
high during school breaks in some college areas. Your children 
would be risking many out-of-pocket expenses in a year full of 
vacations. If you have to file many small claims to cover their 
losses, then your policy could be cancelled. 
Investigating the premiums charged 
by different companies 
Comparison shopping 
Now that you have a good idea of your needs and your options, 
you need to investigate what the options you are considering will 
cost. The time spent shopping for insurance is time well spent. 
You may be able to save up to 5 percent on costs. 
The chart on the next page should help you in your shopping. 
Notice that you must decide what type of policy (basic, broad, 
comprehensive, or special) you are shopping for and the amount 
of deductible you want before you start shopping. You also need 
to jot down the coverages you are looking for. 
A deductible is the amount of a loss you are willing to pay 
yourself. The insurance company pays the amount remaining after 
you pay the deductible. The higher your deductible, the greater 
the premium savings. Most policies are written with $100 or $200 
deductibles. For example, if a grease fire in the kitchen causes 
$500 in damages and your policy is written with a $100 deducti-
ble, $400 of the damages would be covered. You would have to 
pay $100. 
In deciding upon a deductible, you need to decide what losses 
your budget can withstand from time to time. If you can absorb 
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c OMPARISON SHOPPING 
On Policy Type: 
Co mpany names ................ 
1. 
2a 
b 
c 
3. 
a 
b 
c 
4. 
a 
b 
c 
d 
5. a 
b 
6. 
NO 
Yearly premium cited on 
coverage amount of ........ 
with $ __ deductible .... 
with $ __ deductible .... 
Maximum dollar coverage 
of personal property ....... 
Replacement (R) or actual 
cash value (ACV) coverage? 
What is yearly cost to add 
replacement coverage? ..... 
What is dollar limitation on 
following personal property? 
.. 
.. 
.. 
What is dollar coverage on 
Garages, sheds, etc. ........ 
Off-property losses ........ 
Additional living expenses 
What is dollar coverage 
for liability? ............... 
Yearly cost for additional 
$ of coverage? ..... 
What is guest medical 
coverage? •• 0. 0 •••••• 0 0. 0. 
TES: 
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HO: 
$200 or higher losses from time to time, you may want to choose 
a high deductible that insures you against major losses instead of 
minor ones. Higher deductibles mean lower premiums. 
Not every item that you might want or need is covered in the 
chart. The purpose of comparison shopping is not to iron out 
every little clause in your policy. What you are looking for in an 
initial survey is a quick way to judge the differences in premiums 
on your major items. Once you have discovered a couple of 
companies with better premiums, then you can ask those compa-
nies some more particular questions and compare their policies 
in detail. 
You really should compare the policy provisions of those com-
panies you are seriously considering. Policies vary from company 
to company with regard to coverage, liability, deductibles, and 
exclusions. Some companies may have more liberal policy provi-
sions than others, who may charge you extra for every coverage 
shown in the more liberal policies as standard. Make it your aim 
to get the best protection possible for your insurance dollar. 
Comparing companies 
Which companies should you compare? By asking that question, 
you are realizing that other things besides price should deter-
mine your final choice. How a company handles a claim is as 
important as the cost of the policy. 
Service. You need, for example, to consider service. In cases of 
loss, who will help you fill out forms? Who will follow through 
on your behalf? How available or easy to reach is that person? 
Speed. You also need to consider the speed of claims. Does the 
company have its own claim adjusters, or does it buy these ser-
vices from another company? Some families have had to wait a 
long period of time for a claim to be handled when a natural 
disaster struck and the company did not have the facilities to 
send an adjuster to the scene of the disaster. Some companies 
may have reputations for being slow with just routine claims. 
Settlements. What is the reputation of the company for settling 
a claim? Some companies may question every claim; others may 
genuinely work with you to reach a fair settlement. You don't 
want to have to complain to the company, hire a lawyer, or call in 
a public adjuster for every claim you put in. 
One way to determine the service, speed, and settlement prac-
tices of companies is to ask relatives, friends, and business associ-
ates for recommendations. Another way is to use some of the 
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Consumer protection and help 
Be aware that insurance companies are regulated by agen-
cies, boards, or bureaus of the states in which they oper-
ate. State insurance laws specify that insurance rates must 
be adequate, not unfairly discriminating, and not exces-
sive. Practices vary from state to state. If you have any 
questions about the rates quoted to you (or about any 
claim settlements), check the practices for the state in 
which you live. In Illinois, the Department of Insurance 
can be reached at: 302 W. Washington, Springfield, IL 
62767 (217-782-4515) or 100 W. Randolph, Chicago, IL 
60601 (312-793-2427). 
periodic reviews of insurance companies done by consumer 
groups. These reviews are usually based on a large sampling of 
the population. They summarize consumers' satisfaction with ser-
vice, speed, and settlements from many major companies. 
In general, you want to buy from a reputable company, and 
deal with a reliable broker or agent who lives in your area and 
who can give you prompt service on claims. There are two type 
of agents: direct writers, who work for only one insurance com-
pany, and independent agents, who represent the buyer, and not 
an insurance company, and who offer up to a dozen policies 
from many companies. Both types have their advantages and dis-
advantages, and consumer reviews have generally found little dif-
ference in satisfaction among consumers who use either type. 
Cutting costs 
After you survey some companies for their premiums and their 
reputations, you will want to narrow your search and to think 
about ways to cut the premiums quoted to you. 
Some factors that determine premiums are beyond your con-
trol. For example, a wood home is more expensive to insure than 
a brick home, which is more fire resistant. Similarly, a building 
located near a fire station is less expensive to insure than one 
located several miles from a recognized source of fire protection. 
If you live in an area of high crime or vandalism, you will pay for 
that "privilege" in your premiums. 
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But even though some things are out of your control, there are 
still a few cost-cutting measures that you could consider. 
• Take the highest deductible you can afford. As the deductible 
goes up, the premium goes down. Remember that insurance 
is to help you withstand large losses that might threaten your 
home or way of life. With a deductible of $500, for example, 
you may be able to save 12 to 20 percent on your premiums. 
• Install security devices. Practically every insurance company of-
fers discounts for some combination of the following protec-
tive devices: burglar alarms, deadbolt locks on all doors, 
smoke alarms, and fire extinguishers. If you have installed 
these, ask about a protective credit endorsement, a standard 
insurance form that tells you exactly how much your premi-
ums will be reduced as a result. 
• Pay your premiums only once or twice a year. Insurance policies 
can usually be paid every three months, every six months, or 
once a year. If you pay your premium in one lump sum, then 
you get the best deal because the company needs only one 
bookkeeping transaction. 
• Combine your insurance policies. Some companies offer 
cheaper "package" deals that cover, for example, both your 
car and your home. If the company has a good reputation on 
both auto and homeowners claims, consider the savings in 
these package deals. 
• Extend the term of your policy. Some companies will issue 
homeowners policies for terms of up to five years. The longer 
the term, the lower your premiums. The cost of a five-year 
policy can be significantly lower than a one-year policy. Make 
sure you have chosen a reliable company before you choose a 
five-year term. 
How to make a claim 
Notify your agent or your company in writing. You will 
probably be required to have the damaged property avail-
able for inspection. Have an inventory of the damaged or 
lost property ready for the adjuster. This is where the up-
to-date inventory of household and personal items men-
tioned earlier comes in handy. 
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Valuable reminders 
Know your policy. Know what type of coverage your insurance 
provides (policy type and any floaters), what amount you have 
insured your home for, what percentage of the replacement cost 
that amount represents, what your premiums are, and when they 
are due. Spend your time now in studying your policy; don't wait 
for a loss to learn what you aren't covered for. Don't hesitate to 
ask the insurance agent to explain, in plain English with an exam-
ple, what any statement in your policy means. 
Review the replacement cost of your home annually. Every 
year building costs rise, so the replacement costs of your home 
rise. Make sure your policy hasn't fallen below 80 percent of this 
year's replacement costs if you started out with full coverage 
protection. If you started out with less than full coverage, you 
may have slipped even more in the amount of your protection. 
Increase your coverage to reflect improvements. If you have 
made any major home improvements - remodeling a kitchen or 
bathroom or adding a room, for example - you will probably 
need to increase your insurance coverage. 
Update your inventory annually. Make sure the protection you 
have for your possessions is still adequate based on any new 
major possessions. Also, make sure you haven't acquired some-
thing that is excluded from your policy or only partially covered. 
For example, if your great aunt willed you her silverware, check 
to see if your probably valuable heirloom is covered. Don't forget 
that many valuables need floaters to be protected (see page 13). 
Consider an inflation guard. The amount of your protection 
will decrease with inflation. Many companies have a provision 
that will automatically increase your insurance coverage to cover 
inflation. If you don't want an inflation guard provision, you must 
review your policy annually with the costs of inflation in mind. 
Consider trends in lawsuits and awards. Recently, for example, 
some homeowners have been sued for serving too much alcohol 
to guests who have subsequently killed or injured someone in an 
accident. If you give parties frequently, you should check to see 
if you are adequately covered for this type of lawsuit. 
If you have a mortgage, you need to consider your protection 
carefully. The lending institution holding your mortgage will re-
quire you to insure your home in an amount sufficient to cover 
the loan. You have much at stake in your home too, so you will 
want to purchase insurance to protect your investment. 
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If, for example, you take out a $45,000 mortgage on a $50,000 
home, the lending institution will require, at the closing, proof of 
at least $35,000 in insurance coverage. If the house should be 
totally destroyed by fire and storm, you would recover only 
$35,000. That amount would go entirely to the lending institution 
to cover its losses. 
Condominiums and 
manufactured/mobile homes 
Condominiums. Individual owners are responsible for main-
taining insurance on their own units. However, the separate own-
ership of individual units can create a number of insurance prob-
lems, such as overlapping policies, gaps in coverage, and 
uncertainty on the part of financially interested parties. 
Of particular concern is the problem of liability insurance. 
Some projects carry liability insurance on common areas; other 
projects expect individual owners to be responsible for coverage 
of these areas. The risk and extent of individual liability and the 
right to sue the corporation also are not always specified in proj-
ect bylaws. Further, assessments of payment after a lawsuit are not 
always specified. Potential buyers should check the declaration or 
bylaws for provisions requiring hazard and liability insurance. The 
insurance policies should also be checked for the amount of 
liability coverage and deductible amount. If proper coverage is 
not included, a majority of the owners may vote for it. 
The owners' association needs liability coverage everywhere on 
premises, on personnel, such as a garage keeper, and on machin-
ery. The association also should have Workers' Compensation and 
employers' liability as well as fidelity bonds to cover loss of 
money or securities due to dishonesty, acceptance of valueless 
money orders, and forgery, including check forgery. 
Manufactured/mobile homes. As indicated earlier, the manu-
factured/mobile home policy is basically the same coverage as 
the broad policy, with higher premiums due to the greater possi-
bility of wind damage. As a result, all of the discussion in this 
publication on personal property and liability would apply to mo-
bile homes. 
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However, there are a few other things mobile home owners 
must consider. For one, the newness of your mobile home will 
make a difference in what is available to you. Some companies 
only offer insurance on new mobile homes; others limit the time 
span that they will cover any mobile home that is more than two 
years old. When you talk to an insurance agent, be sure to indi-
cate clearly whether your home is a new model or is several 
years old. 
When mobile homes are financed, the insurance premium is 
sometimes included with the financing of the purchase price. 
Check to see if this insurance premium is higher than it would 
be if you shopped around and bought the insurance yourself. 
If your mobile home has a foundation and is located on a flood 
plain, the lending institution may require you to purchase federal 
flood insurance. 
If you decide to move your mobile home, make sure that your 
policy will cover any damages that might happen while moving. If 
your policy does not cover moving damages, consider additional 
coverage. Collision or upset insurance is often available on a 
short-term basis. 
Other publications that may help 
From the Cooperative Extension Service. Single copies of the following 
Extension publications are free of charge from address shown. 
Household inventory. Publication No. HEP17. Write to the Office of 
Agricultural Publications, 47 Mumford Hall, University of Illinois at 
Urbana-Champaign, 1301 W. Gregory Drive, Urbana, IL 61801. 
Home insurance. Publication No. C-629. Kansas Cooperative Extension 
Service, Kansas State University, Manhattan, Kansas 66506. 
From the Insurance Industry. The industry's Insurance Information Institute 
has many free publications available. For more information, write the 
Insurance Information Institute at 110 Williams Street, 
New York, NY 10038, or call (800) 221-4954. 
From Other Sources. The following publications may be found in your 
library or at your local bookstore. Publications such as Money and Chang-
ing Times offer timely articles. 
Your housing dollar. Money Management Institute; $1.00 from House-
hold International, 2700 Sanders Road, Prospect Heights, IL 60070. 
New money book for the 80's. Sylvia Porter. New York: Doubleday & 
Company, 1979. 
Everyone's money book. Jane Bryant Quinn. New York: Delacorte 
Press, 1979. 
Homeowner's insurance. Consumer Reports. August 1985, pp. 473-82. 
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Property insurance terms 
Actual cash value. This is a figure used to determine claim settlements. 
It is equal to the replacement value minus depreciation for age and 
usage. 
All-risks protection or policy. You are protected against any peril that 
causes you a damage or loss unless your policy specifically says that the 
peril is excluded. 
Cash value. Also sometimes called market value. This value is the 
amount of money for which you could sell your home today. It is a term 
used primarily by real estate agents, not by insurance companies. 
Deductibles. The amount you must pay in each claim before the insur-
ance company will pay you anything. A $250 deductible means that you 
must pay the first $250 of any claim; your insurance company will pay 
any amount remaining above the $250. 
Floaters. Extra coverage that your insurance company will sell to you. If 
the standard policy doesn't cover certain items or only covers them for a 
small amount, you can buy additional insurance, or floaters, for these 
items. 
Inflation guard. This is a feature that is standard in some policies or that 
can be added to others. An i.nflation guard insures that your protection 
will not decrease because of inflation. Your company will automatically 
adjust your coverage each .year for inflation. 
Liability. This is the legal responsibility you have for damage or injury 
caused to someone by you or your family. This responsibility is usually 
financial, meaning that you usually must pay someone for the damage or 
injury that you or your family have caused. 
Market value. See cash value. 
Peril. Any one of the many dangers that may cause you a loss. A 
"named-peril" policy means that your damage or loss must have been 
caused by one of the dangers actually named in your policy. 
Premium. The amount of money you must pay to the insurance com-
pany to protect your property against loss or damage or liability claims. 
Premiums can be paid every three or six months or once a year. 
Replacement value. The amount of money you would need to rebuild 
your home exactly if it were destroyed. 
Title insurance. Protection against any defect in the title to your prop-
erty. The premium is determined by the amount and type of your cover-
age. You pay for title insurance only once, usually at the time of the 
initial purchase of your home, and lasts as long as the title remains in 
your name or in the name of your heirs. Sometimes a buyer pays for the 
title insurance, and sometimes the seller pays for it. 
24 
